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General  Meaning  of  the  Term  Expenses. 

In  determining  upon  the  subject  chosen  it  was 
necessary  to  attach  the  qualification  following  it,  as 
under  the  different  circumstances  under  which  similar 
businesses  are  conducted,  and  which  I hope  to  illustrate, 
what  would  be  considered  as  “ expenses  ” in  one  case 
would  not  be  so  in  another. 

Before,  however,  we  begin  to  differentiate  on  the 
application  of  expenses,  let  us  endeavour  to  arrive  at 
what  would  be  accepted  as  a general  description  of  the 
meaning  of  the  term. 

I feel  sure  that  an  assembly  such  as  this,  mainly 
composed  of  secretaries,  who  are  continually  occupied 
in  compiling  the  accounts  of  their  respective  societies, 
will  agree  that  “ all  the  charges  incurred  between  the 
purchase  of  goods  until  they  are  placed  in  the  possession 
of  the  user  or  consumer  of  them,”  is  about  as  broad 
and  correct  a definition  as  can  be  given. 

But  such  a definition  requires  some  qualification. 
For  instance,  some  goods  will  be  purchased  delivered 
free,  whilst  others  will  be  subject  to  carriage  and  cartage 
to  be  paid  by  the  purchaser.  The  prices  of  the  same 
goods  will  in  many  cases  be  different,  according  to  the 
distance  from  the  place  they  have  to  be  conveyed,  and 
on  which  the  carriage  has  to  be  paid  by  the  purchaser, 
hence  experience  has  suggested  that  modifications  are 
necessary  in  the  application  of  this  general  interpretation. 
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Difference  in  Application  of  Definition. 

Anyone  who  has  had  a wide  and  varied  practice  in 
accountancy  will  be  aware  that  what  will  properly  be 
deemed  to  be  expenses  in  one  concern  will  not  be  so 
treated  in  another.  For  instance,  in  a private  partner- 
ship where  the  partners  are  actively  devoted  to  the 
business,  they  frequently  do  not  receive  or  allot  to 
themselves  any  salary  or  wages,  but  the  remuneration 
for  services  rendered  is  what  may  be  apportioned  to 
them  as  profits,  be  they  more  or  less,  or  perhaps  some- 
times none  at  all. 

Again,  in  many  cases,  where  the  relative  capital  of 
the  partners  is  different,  the  working  expenses  are 
charged  with  interest  on  it  at  a fixed  rate  mutually 
agreed  upon,  and  merged  in  the  interest  that  may  have 
to  be  paid  on  loans  or  bank  overdraft,  in  order  to  arrive 
at  the  cost  of  working  the  business  with  the  capital 
included,  so  as  to  adjust  the  relations  of  the  partners  in 
respect  to  interest  on  capital,  quite  dic+inct  from  their 
respective  shares  in  the  net  profits. 

Shares  are  subscribed  for  in  limited  companies  with 
a view  to  the  profits  being  divided  amongst  such 
shares  and  their  market  value  fluctuates,  either  at  par 
or  premium,  or  at  a discount,  according  as  the  dividend 
may  be  more,  or  less,  or  none  at  all.  In  such  company 
the  profit  after  all  charges  (including  interest  on 
capital  other  than  amount  paid  on  shares)  goes  to  the 
shareholders  as  dividend  on  share  capital,  therefore 
such  dividend  is  not  included  as  an  expense,  but  all 
other  interest  such  as  interest  on  loans  and  mortgages 
usually  is. 

These  illustrations  will  serve  to  emphasise  what  I 
consider  should  be  the  aim  at  practical  utility  that 
should  guide  us  in  deciding  what  should  be  considered 
as  expenses  in  co-operative  societies  and  the  objects 
sought  to  be  accomplished  relating  to  them,  viz.,  that 
the  classification  and  application  of  expenses  should  be 
a means  to  an  end,  the  end  or  purpose  being  a guide  to 
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the  best  and  most  economical  management,  and  the 
means  to  show  how  this  can  be  done  by  pointing  out 
any  existing  weaknesses,  so  that  they  may  be  avoided. 

The  Utility  of  Tabulated  Expenses. 

The  true  utility  and  value  of  accountancy  is  that 
whilst  in  itself  it  is  an  unproductive  cost,  yet  it  can  so 
tabulate  and  arrange  experience  in  business  concerns 
that  not  only  at  any  time  can  the  financial  position  be 
ascertained,  but  it  will  also  serve  as  a guide  to 
successful  management.  Inasmuch  as  private  firms 
are  exceedingly  secretive  with  respect  to  their  affairs 
each  have  to  be  guided  in  their  management  by  their 
own  past  experience,  and  therefore  their  accounts  are 
generally  uniform  from  one  period  to  another,  so  as 
to  serve  for  ready  comparison,  but  very  little  informa- 
tion can  be  obtained  by  them  of  the  experience  of  other 
similar  concerns,  that  will  be  of  any  use  to  them. 

In  the  case  of  limited  companies,  it  is  difficult  to 
compare  experience  in  the  matter  of  expenses,  as  there 
is  no  incentive  for  uniformity,  seeing  that  there  is  no 
common  bond  of  union  because  of  common  interests. 

The  only  evidence  to  the  public  of  the  success  or 
otherwise  of  such  concerns  is  the  rate  of  dividend  paid 
on  share  capital,  the  additions  to  their  reserves,  and 
the  value  of  the  shares  on  the  market.  Even  then  it  is 
not  often  possible  to  ascertain  whether  the  depreciations 
are  on  similar  lines,  or  the  relations  of  transferable 
capital  to  borrowed  capital  on  which  interest  has  to  be 
included  in  expenses  bear  the  same  proportions. 

Special  Advantage  to  Co-operative  Societies. 

But  how  does  all  this  apply  to  co-operative  societies. 
I have  shown  that  each  class  of  proprietors  of  business 
concerns  determine  for  themselves,  according  to  the 
purpose  they  seek  to  serve,  the  most  suitable  means  of 
arranging  their  experience,  and  to  guide  them,  there- 
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fore,  I urge  that  co-operative  societies  should  do  likewise, 
and  not  be  mere  copyists  of  the  experience  of  others 
altogether  unsuitable  for  their  purpose. 

What  is  the  ultimate  aim  of  co-operative  societies  as 
trading  concerns  ? They  are  democratic  and  mutual 
in  their  nature,  organised  with  an  ulterior  object  of 
apportioning  to  the  consumer  the  profits,  after  pro- 
viding for  all  anterior  charges  in  proportion  to  their 
purchases. 

Co-operative  societies  are  essentially  a communion  of 
consumers,  and  therefore  the  all-important  factor  in 
their  management  is  what  will  mitigate  the  expenses 
and  thus  improve  the  dividend  on  purchases  they  will 
receive  from  time  to  time,  in  relation  to  the  prices  paid 
by  them  for  the  goods  consumed. 

Co-operative  societies  are  not  concerned,  as  a private 
concern  or  a joint-stock  company,  in  keeping  their 
affairs  secret  for  fear  of  the  knowledge  of  their  methods 
being  used  by  the  competitors  to  their  disadvantage. 

Being  democratic  in  their  character,  and  for  mutual 
benefit,  they  desire  the  greatest  publicity  of  the  manage- 
ment, so  that  all  the  members  may  be  made  familiar 
with  it,  and  bring  the  influence  of  public  opinion  to 
bear  when  and  in  what  respect  it  is  weak,  at  the  same 
time  creating  general  attachment  and  confidence  in  the 
institution  managed  by  and  for  themselves.  Nor  do 
they  fear  the  competition  arising  from  a knowledge  of 
their  affairs,  which  their  periodical  reports  and  balance 
sheets  may  produce,  as  the  members  of  the  societies 
know  that  to  them  belong  all  the  proceeds  of  the 
business,  and  be  it  more  or  less,  it  is  the  result  of  their 
own  collective  wisdom  in  its  management.  Such  being 
the  case,  there  is  the  most  open  interchange  of  informa- 
tion between  kindred  societies,  each  seeking  to  give  to 
the  others  the  knowledge  of  any  features  that  have 
contributed  to  its  benefit,  and  relying  upon  receiving 
the  same  assistance  from  others  in  return.  Hence 
arises  a desire  for  uniformity  in  the  compilation  of 
balance  sheets  in  the  co-operative  movement,  so  that 
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the  experience  of  societies  may  be  readily  compared 
from  exactly  similar  data. 


Common  Denomination  of  Expenses  Necessary. 


You  will  all  admit  that  economy  in  expenses  forms 
the  most  important  factor  in  the  successful  management 
of  a co-operative  society,  and  if  there  can  be  shown  on 
exactly  similar  data  the  cost  of  management  of  each 
store,  we  can  then  ascertain  whether  the  difference 
arises  from  mismanagement  or  from  special  and  local 
circumstance  favouring  one  society  more  than  another. 
At  the  outset  we  should  arrive  at  what  I should  term  a 
“common  denomination”  of  expenses,  viz.,  a classi- 
fication under  the  head  of  expenses  of  all  such  items  as 
are  common  to  all  societies  alike,  in  order  to  have 
reliable  comparison,  and  then  treat  exceptional  features 
specially. 


Interest  on  Capital  should,  in  Co-operative  Accounts, 

be  Treated  as  Expenses. 


In  the  first  place,  you  will  have  arrived  at  the  con- 
clusion that  I have  no  sympathy  with  those  who, 
imbued  with  the  practice  of  joint-stock  companies,  seek 
to  eliminate  interest  on  share  capital  from  expenses. 
It  is  essentially  important  in  the  study  of  the  manage- 
ment of  a co-operative  society  that  the  net  cost  of 
capital  in  relation  to  the  business  done  should  be 
included,  seeing  that  the  dividend  on  purchases  is 
effected  thereby. 

4 

This  is  all  the  more  evident  when  departmental 
management  is  under  review.  You  are  all  aware  that 
a healthy  stock  in  a grocery  and  provision  department 
should  be  turned  over  five  or  six  times  in  a quarter, 
whilst  a drapery  stock  will  take  five  or  six  months  to 
turn  over,  and  a butchery  stock  should  be  cleared 
each  week. 
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How  is  it  possible,  therefore,  to  arrive  at  a correct 
view  of  the  expenses  of  each  department  unless  each 
is  charged  interest  in  proportion  to  the  capital  employed. 
We  have  found  that  this  apportionment  of  interest  has 
served  as  a salutary  check  on  a tendency  to  excessive 
stocks  in  drapery  and  boot  and  shoe  departments,  by 
bringing  home  to  the  managers  and  committee  the 
excessive  cost  of  holding  stocks  out  of  a healthy  relation 
to  turnover. 

We  know  that  private  firms  take  the  cost  of  capital 
into  consideration  in  arriving  at  the  relative  merits 
of  departmental  managers,  and  I contend  it  is  imperative 
to  good  control  and  management  in  co-operative 
societies.  It  is  also  an  interesting  and  important  feature 
in  the  comparison  of  societies’  experiences,  to  ascertain 
the  relative  cost  of  net  interest  on  capital  to  business 
done,  and  also  the  special  causes  of  any  material 
differences. 

^ Depreciation  should  also  be  Treated  as  Expenses. 

\ 
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This  is  indisputably  an  expense.  Supposing,  as  is 
the  case  with  many  private  concerns,  because  of  a 
limited  amount  of  capital,  the  business  of  a society  had 
to  be  carried  on  in  rented  premises,  there  would  be  no 
question  about  placing  the  rents  as  part  of  the  costs 
of  conducting  the  same,  therefore,  what  is  the  difference 
between  the  cost  of  rented  premises  and  all  the  expenses 
attendant  upon  premises  belonging  to  yourselves.  An 
owner  of  rented  property  must  seek  to  cover  in  his  rent 
an  adequate  return  for  the  use  of  the  capital  invested 
therein,  and  also  provide  for  the  depreciation  of  value 
by  time,  use,  and  wear  and  tear.  The  same  provision 
should  form  part  of  the  operation  of  a society  when  it 
becomes  its  own  landlord.  There  is  no  doubt  experience 
has  proved  that  the  cost  is  relatively  greater  between 
a society’s  own  premises  with  what  is  considered 
, adequate  depreciation,  and  rented  premises  ; but  taking 

j into  consideration  the  more  thorough  equipment  of  own 

premises  for  the  purposes  required,  I am  of  opinion 
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that  this  extra  cost  is  more  than  compensated  for  in 
increased  conveniences  secured  thereby. 

Under  this  head  I shall  be  expected  to  express  my 
views  as  to  the  best  methods  of  depreciation,  and  what 
I consider  should  be  the  rates  that  would  safeguard  the 
capital  of  societies 

Unnecessary  Cost  of  Buildings  and  Furnishing  Disapproved  of. 

First,  let  me  express  my  strong  disapproval  of  the 
tendency  to  erect  buildings  unnecessarily  embellished, 
at  extravagant  cost,  which  serve  only  to  satisfy  the 
vanity  of  display  and  not  utility.  It  should  not  be 
forgotten  that  all  this  unnecessary  cost  will  involve 
increased  permanent  charges  in  depreciation  and 
interest  on  capital.  I do  not  demur  to  facings  of 
buildintrs  in  main  thoroughfares  being  erected  in 
reasonable  artistic  harmony  with  their  environments, 
but  the  temptation  to  extravagance  should  be  avoided 
for  the  good  of  the  society  and  the  movement.  But 
the  incongruity  of  erecting  buildings  with  elaborate 
outside  decorations,  when  plainer  and  less  costly  erec- 
tions would  serve  the  purpose,  is  patent  to  anyone 
who  has  travelled  extensively  in  connection  with  the 
movement. 

Care  also  should  be  exercised  in  localities  which  have 
to  depend  upon  one  or  two  industries  only,  not  to  erect 
premisrs  cf  an  extravagantly  costly  character,  as  the 
very  isolation  from  miscellaneous  industries  renders 
them  of  an  uncertain  marketable  value. 

Whilst  every  encouragement  should  lie  given  to  equip 
the  int^u  ior  ot  shops,  warehouses,  and  offices  with  every 
convenience  that  will  produce  the  greatest  p issible 
savi  g of  labour  and  the  economical  dispatch  of  busi- 
ness, yet  everything  bordering  on  the  luxurious  should 
be  avoided  I now  rt-fer  to  handsomely-furnished  board- 
rooms,  softly-cushioned  chairs  and  even  couches,  costly 
bureaus  in  secretaries’  and  managers’  offices,  &c.  There 
is  too  great  a tendency  to  extravagance  in  these  direc- 
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tions,  without  proper  regard  to  the  permanent  charges 
upon  the  societies  which  they  incur.  I often  mentally 
compare  this  disposition  with  economy  of  cost  which 
private  firms,  and  many  public  companies,  exercise.  I 
have  seen  boardrooms  for  the  transaction  of  business 
by  titled  gentlemen,  the  furniture  of  which  is  very  simple 
and  plain  as  compared  to  that  of  many  of  our  societies. 

Do  you  often  find  unnecessarily  costly  buildings  or 
luxurious  conditions  existing  in  the  premises  of  private 
firms?  The  owners  prefer  to  reserve  all  comforts  and 
luxuries  for  their  homes  and  their  pleasures  and  enjoy- 
ment away  from  business.  And  our  policy  should  be  to 
let  business  be  earnest,  and  untrammelled  with  the 
temptation  to  indulgence  of  luxury,  so  that  we  can 
secure  to  the  homes  of  co-operators  all  the  comfort 
and  enjoyment  that  unnecessary  extravagance  should 
minimise.  I am  often  quietly  amused  at  the  vanity 
that  is  growing  amongst  the  principals  of  co-operative 
societies  in  securing  for  themselves  secretaires  which  will 
cost  anything  between  £17.  to  £20,  full  of  ingenious 
receptacles  and  pigeon-holes  more  suitable  for  hiding 
papers  where  they  cannot  be  found  when  wanted,  which 
gives  an  undue  air  of  importance  to  the  person  occupy- 
ing it,  when  a plain,  flat-surfaced  desk,  at  one-fifth  the 
cost,  would  be  more  suitable  for  their  purpose. 

All  such  vanities  tend  to  permanent  increased 
expenses,  and  to  the  extent  that  they  exist  are  depriving 
the  members  of  some  additional  crumbs  of  profit  in  the 
share  of  dividend  that  should  fall  to  them,  and  which 
would  be  appreciated  by  them.  The  success  of  the 
movement,  I fear,  has  created  in  its  administrators  less 
regard  for  the  careful  economy  than  has  been  exercised 
in  raising  it  to  its  present  position. 

Bases  of  Depreciation. 

Now  as  to  depreciation.  I am  not  disposed  to  lay 
down  any  dogmatic  theory.  In  determining  it  the 
following  contingencies  should  be  provided  for  : — 
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1.  That  each  period  at  which  the  profits  are 

arrived  at  and  dividend  declared  shall  con- 
tribute an  established  rate,  as  its  share  of  the 
costr  fo  the  use  of  the  property,  machinery 
and  plant  for  the  time  covered,  so  that  it  does 
not  depend  upon  the  element  of  fortunate 
circumstances  which  may  never  arise,  or  when 
they  do  arise,  the  temptation  to  minimise  an 
adequate  provision  may  be  set  aside  by  other 
considerations. 

2.  That  it  shall  be  adequate  to  maintain  as  a 

marketable  value  the  property,  &c.,  what- 
ever vicissitudes  the  society  may  experience, 
from  wear  and  tear,  from  improved  con- 
ditions of  carrying  on  business  in  this 
progressive  age,  from  change  of  environments 
such  as  might  occur  in  the  transfer  of  an 
industry  from  one  locality  to  another,  or  by 
mines  being  closed  from  exhaustion.  The 
aim  should  be  that  a society  should,  under  all 
circumstances,  have  such  financial  resources 
as  will  maintain  confidence  amongst  members 
that  their  share  and  other  investments  are  ever 
ready  to  be  paid  to  them  in  full  when  required, 
and  thus  encourage  the  continual  stream  of 
deposits  and  withdrawals  in  full  flow,  the 
reserves  being  sufficient  to  keep  the  stream  at 
a reasonable  flow  when  any  drought  exists. 

Depreciation  is  much  the  same  as  a sinking  fund, 
by  which  a capital  sum  spent  is  redeemed,  so  that  it  is 
available  to  be  repaid  to  those  from  whom  it  is  raised, 
or  the  object  on  which  it  has  been  expended  can  be 
completely  renewed  by  replacement  under  the  most 
favoured  immediate  conditions. 

As  an  instance,  borrowing  powers  for  public  works 
are  not  allowed  by  the  Board  of  Trade,  without 
a sinking  fund  in  addition  to  the  interest  being  created, 
which  shall  equal  the  amount  expended  in  a specified 
time.  Experience  has  decided  that  the  best  guide  to 
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determining  the  basis  on  which  depreciation  should  be 
calculated  is  in  what  time,  taking  into  consideration  the 
nature  and  character  of  the  expenditure,  should  the 
amount  be  written  off,  or  another  usual  term — what  is 
the  reasonable  time  it  may  be  expected  to  effectually 
serve  its  purpose,  i.e.,  its  likelihood  of  healthy  life. 

Depreciation  of  Land. 

With  regard  to  land.  Unless  it  has  been  purchased 
under  circumstances  of  pressing  necessity  for  an  inflated 
amount,  it  is  usually  contended  that  land  never  declines 
in  value,  and  therefore  there  is  no  necessity  to  depreciate 
it.  There  may  be  exceptions  where  this  contention 
would  be  dangerous  to  apply,  as  when  agricultural  land 
is  converted  into,  and  bought  as  building  land,  which  is 
liable  again  to  return  to  its  primitive  condition. 

Depreciation  of  Buildings  for  Trade  Purposes. 

Buildings  for  business  of  societies  are  seldom  adapt- 
able for  private  trade,  and  so  long  as  a society  is 
successful  the  value  may  be  maintained,  but  they 
would  be  of  a very  unc-rtain  negotiable  value  if  they 
had  to  be  sold.  7 he  general  opinion  of  authorities  in 
the  movement,  and  one  in  which  I concur,  is  that 
a period  of  forty  years  in  which  to  write  off  buildings 
completely  should  not  be  exceeded.  This  would  repre- 
sent per  cent  per  annum  on  cost. 

Depreciation  of  Machinery  and  Fixtures. 

Similar  general  experience  has  fixed  7^  per  cent  on 
cost,  or  a life  of  13^  years  as  the  minimum  that  should 
be  provided  for  depreciation  of  fixtures,  machinery, 
and  rolling  stock.  In  this  rapidly  developing  age, 
when  improvements  in  machinery  are  continually  being 
made,  it  has  been  found  necessary  to  completely  clear 
old  machinery,  and  replace  with  new,  long  before  the 
former  has  been  worn  out,  and  many  concerns  have 
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been  seriously  handicapped  by  reason  of  not  having 
provided  ample  depreciation  by  which  this  could  be 
done. 

Depreciation  on  Horses. 

It  is  extremely  desirable  to  keep  a separate  account 
for  horses,  and  to  fix  such  a rat  * of  depreciation  as  will 
provide  for  the  contingency  of  deaths  or  injury,  and 
prevent  any  serious  charge  upon  the  profits  of  any 
period  in  consequence.  Twenty  per  cent  per  annum 
on  cost  is  the  minimum  late  that  should  be  provided  to 
secure  this  result.  Cottag*  s are  not  looked  upon  as 
being  subject  to  the  vicissitudes  of  fortune  and  of  wear 
and  tear  as  are  business  premises,  and  hence  a lesser 
rate  of  depreciation  is  considered  sufficient. 

Depreciation  of  Cottage  Property. 

We  all  know  of  cottage  property  that  is  still  in  a 
good  and  tenantable  condition,  built  anywhere  from 
sixty  to  a hundred  years  ago,  and  there  is  no  doubt 
that  property  built  as  co-operative  societies  build  it  and 
maintained  in  good  condition,  a longer  life  than  forty 
years  may  be  fixed  upon,  but  1 do  not  think  it  should 
exceed  sixty  years,  or  at  the  rate  of  one  and  two-thirds 
per  cent  per  annum. 

In  this  connection,  I must  not  forget  to  mention  that 
it  would  be  a most  dangerous  practice  to  charge  repairs 
and  maintenance  of  property  against  depreciation,  and 
not  to  current  expenses,  as  it  would  violate  the 
principle  of  the  former  being  a si  iking  fund  for  the 
protection  of  capital,  as  already  explained. 

Nor  should  alterations,  which  are  purely  for  the 
accommodation  of  re-arrangements  of  departments,  be 
added  to  capital  expenditure.  Only  such  as  add 
unquestionably  to  the  value  of  the  premises  should  be 
so  dealt  with. 
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Depreciation  on  Nomina  Vaaie  Considered. 

It  is  contended  b}^  some  that  depreciation  should  be 
based  on  nominal  value  for  the  reason  that  when  new 
very  little,  if  any,  repairs  are  necessary  to  buildings, 
and  such  a method  would  reduce  the  charges  for 
depreciation,  as  those  for  repairs  are  increased.  My 
answer  to  this  is  that  I am  indifferent  which  method 
is  adopted  so  that  the  same  result  is  arrived  at. 

If  the  depreciation  is  to  be  on  nominal  value  only, 
then  to  provide  depreciation  funds  of  the  standards  set 
forth,  it  would  be  necessary  to  increase  the  rates 
mentioned  to  be  adequate  to  arrive  at  the  same  result. 

It  should  be  remembered  that  whatever  the  sum  of 
depreciation  may  be  in  excess  of  actual  decline  in  value 
would  be  so  much  added  financial  strength  to  the 
society,  and  would  be  equal  to  a hidden  reserve. 


Cash  Payments  only  a Misleading  Basis  of  Expenses. 

Cash  payments  only  is  a very  misleading  basis  by 
which  to  arrive  at  the  expenses  incurred  in  any  period. 
The  aim  in  compiling  the  accounts  between  one  stock- 
taking and  another  should  be  to  arrive  at  the  actual 
net  cost  incurred  under  each  description  under  which 
expenses  are  classified,  and  if  there  should  be  any 
material  differences  between  one  period  and  another  the 
special  local  causes  from  which  they  arise  should  be 
ascertained.  For  instance,  it  is  evident  to  anyone  that 
the  consumption  of  gas  and  coal  is  greater  in  winter 
than  in  summer,  yet  1 have  seen  it  frequently  shown  in 
balance  sheets  that  the  cost  is  reversed,  viz.,  greater  in 
summer  than  in  winter,  arising  from  the  summer  con- 
sumption being  paid  for  in  winter  and  the  winter 
account  paid  in  summer,  where  expenses  have  been 
based  upon  cash  payments. 
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Amounts  Owing  and  Paid  in  Advance  as  Additioiia 

Factors. 

To  arrive  at  a correct  estimate  of  expenses  the 
amount  owing  under  the  various  heads  should  be 
accurately  ascertained  at  the  date  of  stocktaking.  For 
instance,  if  such  date  is  in  the  middle  of  a week,  and  the 
wages  are  paid  to  the  Saturday  previous,  then  the  part 
of  the  week’s  wages  must  be  taken  as  owing,  seeing 
that  they  represent  services  rendered  or  work  done. 

The  same  remark  applies  to  stocktaking  for  the  period 
just  ended,  if  payment  is  not  already  included  in  the 
accounts. 

Committees  are  appointed  at  the  quarterly  and  half- 
yearly  meetings,  and  it  is  usual  to  pay  their  fees 
immediately  after  such  meetings,  so  that  there  is  owing 
to  them  for  their  services  the  proportion  of  the  fef  s that 
will  become  due  at  the  next  members’  meeting  from  the 
previous  meeting  to  the  date  of  stocktaking.  The 
amount  owing  for  gas  should  be  ascer  ained  from  the 
indication  of  the  meters  when  required. 

Insurance  is  always  paid  in  advance,  so  that  an  accurate 
calculation  should  be  made ; what  is  the  amount  of  the 
unexpired  piemium  at  the  date  of  stocktaking. 

Rates  and  Taxes.— \t  is  important,  when  paying  rates, 
to  ascertain  for  what  period  and  to  what  date  exactly 
they  are  levied,  if  not  already  stated  on  the  demand 
note,  so  that  a proper  adjustment  can  be  made. 

Formerly  considerable  uncertainty  prevailed  in  this 
respect,  and  there  seemed  no  disposition  on  the  part  of 
the  Authorities  to  give  reliable  information  ; but  since 
the  Local  Government  Act  came  into  operation  a great 
improvement  has  taken  place,  and  rates  are  levied  for 
definite  periods. 

Government  taxes  can  always  be  adjusted,  seeing 
that  the  financial  year  ends  on  the  5th  April  in  each 
year. 
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The  above  will  serve  as  practical  illustrations  how  to 
proceed  to  arrive  at  what  are  the  liabilities  with  regard 
to  expenses,  and  what  may  be  taken  as  assets,  because 
paid  in  advance. 

To  arrive  at  the  net  expenses  for  a period,  each 
classification  thereof  should  be  treated  as  follows,  in  as 
far  as  the  operation  applies  : — 

Debits. 

{a)  Cash  Paid. 

{b)  Transfers  from  other  accounts,  such  as — 

Commission  and  stamps  from  bank  account. 
Horse  provender  from  shop  account. 

Interest  on  shares,  &c.,  depreciation. 

(c)  Payments  in  advance  at  the  beginning  of  the 

period  in  which  the  accounts  are  embraced. 

(d)  Stocks  of  expenses,  such  as  provender,  stationery, 

&c.,  at  the  beginning  of  the  same  period. 

(e)  Accounts  owing  at  the  end  of  the  period. 

Credits. 

(a)  Cash  received  on  account  of  expenses,  such 

as  for  stationery  sold,  cartage  of  goods,  where 
charged  for  (some  societies  charging  for  deliver) 
of  goods  to  members  and  coal  carting). 

(b)  Payments  in  advance  at  end  of  the  period. 

(c)  Stocks  at  the  end  of  the  period. 

(d)  Accounts  owing  at  the  beginning  of  the  period. 

The  balance  of  debits  over  credits  of  each  classifica- 
tion will  represent  the  net  expense  of  that 
description. 

Separate  Revenue  Accoimt  for  Investments  Preferable. 

The  practice  preponderates  of  bringing  to  the  credit 
of  expenses  account,  the  interest  on  investments,  rents 
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received,  and  all  other  items  not  appertaining  to  the 
actual  sale  of  goods,  but  which  are  really  set  off,  if  I 
may  so  term  it,  against  expenses  charged,  such  as 
interest,  depreciation,  rates,  taxes,  &c. 

It  is  preferable,  if  it  can  be  reliably  done,  to  compile 
a separate  account  of  all  charges  and  income  relating  to 
investments,  deleting  them  from  trade  expenses,  charging 
on  the  credit  side  of  expenses  account  an  estimate  of 
the  interest  on  the  capital  sums  expended,  and  carrying 
the  balance  of  profit  or  loss  thereon  to  credit  or  debit  of 
profit  and  loss  account 

Apportionmeut  of  Expenses. 

Having  now  arrived  at  the  net  expenses,  the  next 
step  is  to  determine  the  most  equitable  manner  of 
apportioning  them  over  the  different  departments  and 

shops. 

At  the  outset  there  are  two  general  clas1^i^ications 
that  should  be  established,  viz.,  those  charges  that  add 
to  the  cost  of  goods  in  placing  them  ready  for  sale  into 
the  various  shops  where  customers  attend  to  make  their 
purchases  or  give  their  orders,  and  these  would  be 
described  as  productive  and  carting  expenses. 

I should  include  in  these  the  cartage  of  goods  from 
station  or  warehouse,  or  Irom  one  shop  to  another.  Pro- 
ductive wages,  rents,  rates,  taxes,  insurance,  and  all 
other  charges  appertaining  to  workshops,  should  come 
under  this  head.  Having  deleted  these,  all  the  rest 
would  resolve  themselves  into  distiibutive  expenses. 

The  only  direct  incentive  to  personal  attention  and 
emulation  in  shops  or  departments  is  wages,  and  in 
the  apportionment  of  expenses  departmentally,  actual 
wages  should  be  debited  to  each,  save  and  except  that 
a manager’s  salary  should  be  apportioned  over  the 
several  shops  under  his  control,  to  the  extent  that  such 
applies  to  the  whole.  Other  expenses  should  then  be 
divided  under  general  heads,  as  follows  : — 
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1.  General  expenses,  such  as  office  wages  and 

expenses,  committee’s  fees  that  appertain  to  all 
the  business,  and  a proportion  of  rents, 
described  under  the  head  of  No.  2. 

2.  Rents  and  interest,  including  rents,  rates,  taxes, 

insurance,  repairs,  coals,  gas  and  water, 
depreciation  and  interest,  deducting  from  this 
classification  income  from  investments  and 
rents  received. 

3.  Cartage,  including  carters’  wages,  horse  keep, 

repairs  to  rolling  stock,  depreciation  on  horses 
and  rolling  stock,  and  a proportion  of  the 
charges  (No.  2)  for  stable  accommodation. 

Having  made  the  general  distinctions  described, 
interest  on  average  stocks  of  each  department  should 
be  ascertained,  which  is  necessary,  as  already  illustrated 
in  the  early  part  of  this  paper,  because  the  difference  of 
stocks  to  turnover  form  an  important  factor  in  expenses, 
as  a drapery  department  will  require  six  times  the  stock 
of  grocery  in  relation  to  sales,  and  a butchery  depart- 
ment clears  its  stock  from  week  to  week. 

Inasmuch  as  grocery  stocks  are  for  mutual  con- 
venience, and  the  same  remark  applies  to  other  distinct 
trades,  then  the  interest  should  be  ascertained  on  the 
total  of  grocery  stocks  as  well  as  on  the  total  of  drapery 
stocks,  &c.,  and  should  be  described  under  the  head  of 
general  grocery  expenses,  general  drapery  expenses,  &c. 

Rents. — There  are  two  methods  suggested  as  to  their 
apportionment,  viz., 

(a)  The  assessments  of  the  several  premises. 

(b)  The  cubic  capacity  occupied  by  each  depart- 

ment, fixing  a proportionate  lower  value  that 
may  be  considered  equitable  upon  other  rooms 
or  premises  than  shops  proper.  The  latter 
course  seems  to  me  preferable,  as  assessments 
do  not  always  distinguish  the  rateable  value 
of  the  same  premises  occupied  for  different 
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purposes.  Rent  should,  for  similar  reasons 
already  described,  be  divided  under  the 
following  heads ; — 

General,  to  include  premises  required  for  general 
purposes,  viz.,  offices,  boardrooms,  meeting- 

rooms,  &c. 

Grocery  General,  to  include  warehouse,  and  all 
grocers’  shops. 

Drapery  General,  to  include  all  drapers’  shops. 

Boots  and  Shoes,  to  include  all  boot  and  shoe  shops. 

Butchery  General,  to  include  all  butchers’  shops. 

Productive,  to  include  premises  set  apart  for  produc- 
tion. 

Cartage,  to  include  stables,  fields  for  pasturage,  &c. 

I ought  to  mention  that  it  is  usual  to  consider  one- 
third  of  butchers’  wages  as  cost  of  production,  on 
account  of  the  early  portion  of  the  week  being  devoted 
to  killing  and  dressing  the  meat  ready  for  sale. 

Having  now  arranged  the  expenses  under  general 
heads,  the  next  operation  is  to  total  them  as  follows : — 

Wages  to  particular  shops  or  departments. 

General  grocery,  general  drapery,  general  boots, 
general  butchery,  to  be  apportioned  on  the 
sales  of  each  shop  of  those  departments, 
general  or  imperial  expenses  on  the  total  sales. 

Finally,  cartage  should  be  apportioned  between  such 
as  should  be  charged  to  cost  of  goods  under  the  head  of 
“ Productive  and  Carting  Expenses,”  as  distinct  from 
“Distributive  Expenses,”  and  to  each  department  in  pro- 
portion as  its  services  are  rendered  to  them,  in  conveying 
the  goods  to  the  shops  in  the  one  case,  and  the  cost  of 
delivering  goods  from  shops  to  members,  after  deducting 
the  sums  received  for  such  services,  in  the  other. 

When  the  net  distributive  expenses  of  each  depart- 
ment and  shop  have  been  arrived  at,  a calculation 
should  be  made  oi  the  rate  per  £ that  such  bear  to  the 
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sales.  This  will  then  serve  as  a means  of  comparison 
between  one  period  and  another,  and  between  one 

nrXc  7.  ^ sales  of  net 

prohts,  after  deducting  these  expenses,  should  also  be 

calculated  with  the  object  of  showing  to  what  extent 

Sefd°§ecTared^”'"’“' 


Moral  Effect  Sought. 

I like  to  take  the  opportunity  of  suggesting 

what  should  be  the  moral  effect  ot  all  this  scientific 

before  us  ^ treating  the  subject 

• °atset,  I laid  down  the  theory  that  accountancy 

IS  tor  the  purpose  of  guidance  in  management,  for 
emulation  between  one  period  and  another,  and  between 
one  society  and  another,  to  arrive  at  and  maintain  the 
highest  standard  of  efficiency.  But  if  it  does  not  lead 
to  active  operation  in  these  directions,  but  otherwise  an 
mdifference  to  remedy  defects,  then  all  the  labour 
indicatea  above  is  worthless,  and  the  future  of  co-opera- 
tion  will  not  maintain  the  growth  and  supremacy  as 
It  has  done  in  the  past. 

It  is  well  known  by  shrewd  commercial  men  that  in 
all  trades  there  is  a certain  point  in  the  relation  of 
expense  to  trade  done  which  tends  to  success  or  failure 
whichever  way  the  pendulum  may  swing.  In  co- opera- 
tion  It  applies  in  another  and  more  hazardous  way,  viz. 
the  point  where  the  cost  incurred  will  enable  the  private 
trade,  which  is  ever  on  the  watch  for  weaknesses  in  our 
armour  to  supplant  us  by  combination  and  better 

(because  more  economical)  administration  than  our- 
selves. 

Laxity  to  Duty  Involves  Additional  Unnecessary  Expense. 

I am  the  last  person  in  the  world  to  di  claim  the 
payment  of  good  wages  and  reasonable  hours  of  work 
but  1 do  feel  distressed  when  I notice  the  lack  of 
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earnestness  on  the  part  of  employes  in  their  work, 
notwithstanding  the  advantageous  conditions  that  the 
movement  is  showing  a disposition  to  extend  to  them. 
When  managers,  heads  of  departments,  and  secretaries 
arrive  at  their  duties  very  irregularly,  and  considerably 
after  the  established  hours  expected,  I know  from 
experience  there  will  be  a tendency  for  the  same  laxity 
to  prevail  with  the  subordinates,  which  altogether  will 
add  considerably  to  the  expense  of  a society  that  could 
otherwise  be  avoided. 

It  should  not  be  forgotten  that  time  is  a valuable 
q .antity,  and,  in  my  opinion,  anyone  who  has  contracted 
to  devote  his  services  to  the  best  of  his  ability  within 
certain  fixed  hours  for  a consideration  agreed  upon, 
and  who  wilfully  or  carelessly  occupies  this  time  for  other 
purposes,  or  wastes  it  in  indifference,  is  guilty  of 
dishonesty  just  as  much  as  if  he  were  to  steal  cash  or 
some  article  of  value. 

A sense  of  honesty  in  this  direction  requires  to  be 
inculcated,  if  we  wish  to  secure  economy  and  efficiency 
to  improve  personal  character  and  integrity,  and  it 
would  be  a great  benefit  both  to  the  co-operative  move- 
ment and  to  social  conditions  generally,  if  greater 
conscientious  scruples  prevailed  in  this  respect.  Laxity 
of  attention  to  time  and  duty  will  not  be  tolerated  in 
private  commercial  firms,  because  personal  interest  is 
alive  to  economy,  and  therefore  causes  strict  supervision 
over  all  the  staff. 

With  co-operative  societies,  because  of  their  represen- 
tative organisation  and  control,  the  direct  incentive  to 
supervision  mentioned  does  not  exist,  and  therefore  is 
not  usually  so  strict,  consequently  it  behoves  us  to 
create  an  esprit  de  corps,"  if  I may  so  term  it,  of  a 
voluntary  individual  integrity,  rather  than  a forced  one 
derived  from  having  to  be  continually  watched.  In  the 
former  case  true  manliness  is  displayed,  in  the  latter 
there  is  a tendency  to  indolence  and  indifference. 
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Status  of  Secretaries — How  can  it  be  Raised? 

At  the  last  conference  of  secretaries  held  in  Man- 
chester, it  was  suggested  that  an  improved  status  of 
secretaries  should  be  encouraged.  I ventured  to  suggest 
that  there  was  no  necessity  of  looking  for  the  initiative 
of  such  encouragement  to  come  from  outside  your  own 
body,  as  from  evidences  which  have  come  under  my 
own  observation,  there  is  no  lack  of  appreciation  for 
good  and  faithful  services.  A secretary  has  every 
opportunity  ol  making  his  influence,  when  exercised  in 
the  right  way,  felt  to  his  own  advantage.  He  can  by 
an  arrangement  of  the  transactions  and  expenses  of  the 
business  in  all  its  ramifications,  become  a reliable 
authority  and  reference  both  to  the  committee  and 
managers,  on  all  matters  appertaining  to  the  well-being 
of  a society ; make  himself  a kind  of  barometer  that 
will  indicate  all  the  various  changes  of  temperature  and 
^yeather  of  the  society  under  his  charge,  make  sugges- 
tions here,  give  warnings  there,  with  the  tact  that  should 
be  the  deportment  of  a confidential  representative  of 
the  committee  and  the  custodian  of  all  the  society’s 
experience  that  will  conduce  to  the  maintenance  of  its 
prosperity  and  well-being. 


Responsibilities  A ttached  to  the  Position  of  Secretary. 

And  what  a tremendous  legacy  it  is  that  your  secre- 
taries are  called  upon  to  be  the  material  factors  to 
administer  and  preserve. 

I need  only  give  one  illustration,  showing  the  radia- 
tion to  and  from  the  main  institution  organised  by  the 
movement,  viz.,  the  C.W.S.,  which  will  give  an  idea  of 
the  growth  of  the  movement  in  this  country  alone,  say 
nothing  of  a similar  growth  in  Scotland,  and  what  are 
its  possibilities  for  the  future.  Excepting  in  the 
capacity  of  auditor  for  a local  store,  my  introduction  to 
the  movement  was  as  a clerk  in  the  C.W.S.  in  1867. 


23 


1 

r 


I 


At  that  time  the  premises  in  which  its  trade  of 
^265,500  per  annum  was  conducted  were  not  larger 
than  some  of  the  existing  branch  stores,  whereas,  the 
trade  last  year,  37  years  afterwards,  was  ;^i9.333.H3 
per  annum,  in  addition  to  production  ;^3, 182,613, 
banking  deposits  £^^,557,516,  shipping  ;^3i,447»  with 
purchasing  depots  and  agents  in  all  parts  of  the  world. 

When  I look  back  on  the  men  I have  known,  who 
have  been  instrumental  in  bringing  about  this  result, 
I ask  myself  can  we  depend  upon  men  of  equal 
devotion  to  the  ideal  of  the  movement  in  the  future 
that  will  be  as  earnest  and  as  self-sacrificing  in  their 
labours  as  they  were,  who  gloried  not  in  personal 
reward  but  in  the  success  of  their  efforts. 


These  men  in  the  past  had  not  our  opportunities  of 
education,  and  I have  seen  a disposition  at  times  to 
look  upon  veterans  remaining  with  a certain  amount  of 
cynicism,  as  being  out  of  date,  rather  than  reverance 
because  of  the  great  edifice  they  have  been  a part  of 
the  means  of  erecting. 

And  what  an  edifice.  There  never  was  a movement 
of  such  a humble  origin  than  was  more  pregnant  with 
possibilities  for  good  than  the  co-operative  movement, 
not  only  in  its  material  and  business  aspect,  but  in  its 
educational  and  social  influences.  It  creates  the  widest 
possible  affinity  of  the  human  race.  It  is  not  confined 
in  its  beneficial  effects  to  race,  or  creed,  but  the  affinity 
is  created  by  association  for  common  good,  which  is  the 
true  element  of  universal  brotherhood. 

But  what  should  be  the  characteristic  of  the  men 
who  are  ambitious  to  continue  in  this  work.  They 
should  be  persons  with  lofty  ideals,  not  imbued  with 
self-seeking  as  the  first  condition  of  service,  but  trust 
to  the  acknowledgment  of  merit  as  their  reward. 
They  should  be  earnest  and  industrious  in  whatever 
may  be  the  task  allotted  to  them,  making  efficiency 
their  watchword.  As  an  individual,  whose  organs  are 
perfect  and  who  in  excellent  physical  health  is 
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constitutionally  impregnable  to  the  attacks  of  disease, 
so  the  movement  will  be  its  own  best  protection  from 
its  enemies  by  maintaining  its  constitutional  health, 
not  allowing  any  conditions  of  slothfulness,  extrava- 
gance, peculance,  or  jobbery  to  creep  in  its  affairs,  but 
all  concerned  be  imbued  with  a spirit  of  earnestness, 
efficiency,  honour  and  integrity. 

If  such  meetings  as  these  will  stimulate  the  high 
tone  here  indicated,  there  will  be  no  fear  of  any  stem 
in  the  tide  of  the  progress  and  usefulness  of  which  the 
movement  is  still  capable,  and  I shall  feel  a delightful 
satisfaction  in  having  been,  in  however  small  a degree, 
a contributary  to  that  end. 
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